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Political connection widely exists among private-owned listed firms, and is the 
focus of academia in recent years. Political connection is rooted in the transitional 
economy in China, and traditional long relationship culture. Compared with innate 
political connection of state-owned enterprises, most private-owned enterprises take 
initiative and participate in politics, in order to obtain more scarce resources, and 
promote the growth and development of enterprises. Home and abroad researches 
show that political connection can bring finance convenience, government subsidies, 
tax incentives, industry access, etc. It plays the role of “helping hand”. However, there 
is no such thing as a free lunch. Does political connection also play the role of 
“grabbing hand”? 
This paper focuses on the negative effect of political connection in 
private-owned enterprises, and provides some sober thoughts for enterprises in fever 
of establishing political connection. This paper mainly studies two aspects of the 
effects of political connection, one is accounting conservatism which reflects the 
accounting quality, the other is overinvestment. As accounting ability has a 
governance role on overinvestment, this paper creatively put accounting conservatism 
as intermediate variable, and studies the indirect effect of political connection on 
overinvestment through accounting conservatism.  
This paper chooses 2008-2012 private-owned firms listed in A share as sample, 
studies the effect of political connection on accounting ability and overinvestment 
using normative and empirical research method. Conclusions are as follows: (1) 
Political connection can reduce the accounting conservatism of private-owned 
enterprises. After distinguishing the different levels of political connection, results 
show that central political connection has a significant negative correlation with 
accounting conservatism, but local political connection is not significant. (2) Political 
















distinguishing the different levels of political connection, results show that local 
political connection has a significant positive correlation with overinvestment, but 
central political connection is not significant. (3) Political connection can impair the 
governance role of accounting conservatism on overinvestment. Therefore aggravate 
overinvestment of private-owned enterprises.  
This paper enriches relevant literature on political connection of private-owned 
listed firms, and provides theoretical foundation for private-owned firms reduce 
dependence on political connection, deepen the role of market and weaken the role of 
government in asset allocation.  
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数据显示，2013 年，中国经济的 GDP 60%以上是由民营经济贡献的，在各个省
行政区中，至少有 19 个省行政区的民营经济贡献了超过 50%的 GDP，其中广东
省超过了 80%①。在 GDP 之外，国家税收的 60%以上是由民营经济上缴的，中
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